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Major differences in the present social security law and H.R. 12580 as passed by the House of 


Representatives 


I. COVERAGE 


OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE 


{References are to the sections of the bill as referred to the Senate, and the pages to H. Rept. 1799, 86th Cong., 2d sess. ] 


Item 


A. Self-employed: 


Present law 





1. Professional groups.| Covers all professional groups except physi- 


2. Ministers 


cians. 


Covers duly ordained, commissioned or licensed 
ministers, Christian Science practitioners, 
and members of religious orders (other than 
those who have taken a vow of poverty) 
serving in the United States, and those 
serving outside the country who are citi- 
zens and either working for United States 
employers or serving a congregation pre- 
dominantly made up of United States citi- 
zens. Coverage is available under the self- 
employment coverage provisions on an in- 
dividual voluntary basis regardless of 
whether they are employees or self-em- 
ployed. 

Allows election of coverage by filing of cer- 
tificate for present minister, generally up 
until Apr. 15, 1959. 


H.R. 12580 


Covers physicians. 

Effective date: Taxable years ending on or 
after Dec. 31, 1960. 

Bill: Sec. 104. 

House report, pp. 4, 5, 17, 75-77. 

(Also covers as employees medical and dental 
interns and medical and dental residents in 
training who are employed in hospitals of the 
Federal Government, and interns in the em- 
ploy of a privately operated hospital who 
have completed a 4-year course in a medical 
school chartered according to State law.) 


Extends the period of time generally through 
Apr. 15, 1962, within which present ministers 
may elect coverage. 

Bill: Sec. 101. 

House report, pp. 21, 22, 59. 

Permits the validation of coverage of certain 
clergymen who filed tax returns reporting 
self-employment earnings from the ministry 
for certain years after 1954 and before 1960 
even though, through error, they had not 
filed waiver certificates effective for those 
years. Waiver certificate must be filed and 
taxes for these years must be paid by Apr. 
15, 1962. 

Bill: Sec. 101(c). 

House report: Pp. 22, 59, 60. 





OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 
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I, COVERAGE—Continued 


Present law 


B, Employees.......... «-.--| Covers employees including certain agent or 


commission drivers, life-insurance salesmen, 
homeworkers, traveling salesmen, and 
officers of corporations regardless of the 
common law definition of employee. 


1, Domestic workers ..| Covers persons performing domestic service 


3. State and local gov- 


ernment employees. 


in private nonfarm homes if they receive 
$50 or more during a calendar quarter 
from 1 employer. Noncash remuneration 
is excluded. 


Ezcludes students performing domestic serv- 


ice in clubs or fraternities if enrolled and 
regularly attending classes at a school, 
college, or university. 


Covers cash remuneration for service not in 


the course of the employer’s trade or busi- 
ness if the remuneration is $50 or more 
from 1 employer during a calendar quarter. 


Covers employees of State and local govern- 


ments provided the individual State enters 
into an agreement with the Federal Gov- 
ernment to provide such coverage, with the 
following special provisions: 

a. Employees who are in positions cov- 
ered under an existing State or local retire- 
ment system (except policemen and firemen 
in most States) may be covered under State 
agreements only if a referendum is held by a 
secret written ballot, after not less than 90 
days’ notice, and if the majority of eligible 
employees under the retirement system vote 
in favor of coverage. The Governor of a 
State must personally certify that certain 
Social Security Act requirements under the 
referendum procedure have been properly 
carried out. 

In most States, all members of a retire- 
ment system (with minor exceptions) must 
be covered if any members are covered. 

Employees of any institution of higher 
learning (including a junior college or a 
teachers’ college) under a retirement system 

can, if the State so desires, be covered as a 
seperate coverage group. 1 or more politi- 
cal subdivisions may be considered as a sep- 
arate coverage group even though its em- 
ployees are under a statewide retirement 
system. 
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H.R. 12580 


No change. 5 


Lowers coverage requirements to $25 or more 
during 2 calendar quarter from 1 employer. 
Excludes from coverage all earnings of 
domestic workers who are under the age 
of 16. 

Effective date: Jan. 1, 1961. 

| 
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Bill: Sec. 108. 
House report: Pp. 17-18, 83-84. 


Lowers coverage requirements to $25 or more 
during a calendar quarter from 1 employer. 
Excludes from coverage all earnings of casual — 
workers who are under the age of 16. o 

Effective date: Jan. 1, 1961. es 

Bill: Sec. 108. = 

House report: Pp. 17-18, 83-84. ae 
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Permits the Governor of a State to delegate to ‘ 
a designated State official the making of the 
certifications required under the referendum — 
procedure. 

Bill: Sec. 102(a). 

House report: pp. 24, 61, 62. 
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Allows employees of municipal or county hos- : 
pital to be treated as a separate co 3 


group if the State so desires. 
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Bill: Sec. 102(g). oe 
House report: pp. 25, 67, 68. cae f 
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 


Item 


B. Employees—Continued 
3. State and local gov- 
ernment employees—Con. 


I. COVERAGE—Continued 


Retroactive coverage.—An agreement, or modi- 


fication of an agreement, agreed to prior to 
1960 could be made effective as early as Jan. 
1, 1956. Agreements or modifications made 
after 1959 could only be made retroactive 
to the Ist day of the year in which they were 
agreed to. Coverage must begin on the 
same date for all persons in a coverage 
group. 


Exceptions to general law authorizing coverage 


in named States: 

(1) Split-system provision.—Authorizes 
California, Connecticut, Florida, Georgia, 
Hawaii, Massachusetts, Minnesota, New 
York, North Dakota, Pennsylvania, Rhode 
Island, Tennessee, Vermont, Washington, 
and Wisconsin, and all inter-State instru- 
mentalities, at their option, to extend cover- 
age to the members of a State retirement 
system by dividing such a system into 2 
divisions, 1 to be composed of those persons 
who desire coverage and the other of those 
persons who do not wish coverage, provided 
that new members of the retirement system 
coverage group are covered compulsorily. 
Also authorizes similar treatment of politi- 
cal subdivision retirement systems of these 
States. 

(2) Policemen and firemen.—Allows the 
States of Alabama, California, Florida, 
Georgia, Hawaii, Kansas, Maryland, New 
York, North Carolina, North Dakota, 
Oregon, South Carolina, South Dakota, 
Tennessee, Vermont, and Washington and 
all inter-State instrumentalities to make 
coverage available to policemen and fire- 
men in those States, subject to the same 
conditions that apply to coverage of other 
employees who are under State and local 
retirement systems, except that where the 
policemen and firemen are in a retirement 
system with other classes of employees the 
policemen and firemen may, at the option of 
the State, hold a separate referendum and 
be covered as a separate 


group. 
4. Employees of non- | Covers employees of religious, charitable, edu- 


profit organizations. 


cational, and other nonprofit organizations 
(which are exempt from income tax and are 
described in sec. 501(c)(3) of the Internal 
Revenue Code) on a voluntary basis if— 


H.R. 12580 


Allows agreements or modifications made after 
1959 to begin as early as 5 years before the 
year in which an agreement is made, but no 
earlier than Jan. 1, 1956. Where a retire- 
ment system is covered as a single retire- 
ment system coverage group, permits the 
State to provide different beginning dates 
for coverage of the employees of different 
political subdivisions. 

Bill: Sec. 102(c). 

House report: pp. 22-23, 62-63. 

Provides that where an individual who has 
chosen not to be covered under the divided 
retirement system provision becomes a mem- 
ber of a different retirement system group 
because of the annexation of the employing 
political subdivision by another political 
subdivision, or through some other action 
taken by a political subdivision, such indi- 
vidual will continue to be excluded from 


coverage. 
Bill: Sec. 102(b). 
House report: pp. 23-24, 62. 


Adds Virginia to the list. 

Bill: Sec. 102(d). 

House report: p. 24, 63. 

Validation of coverage.—Validates the coverage 
of certain teachers and school administra- 
tive personnel who, for the period Mar. 1, 
1951, to Oct. 1, 1959, were reported under 
the Mississippi coverage agreement as State 
employees, rather than as employees of the 
various school districts in Mississippi. 

Bill: Sec. 102(h). 

House report: p. 25, 68. 
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 


I. COVERAGE—Continued 





Item 





B. Employees—Continued 
4. Employees of non- 
profit organization—Con. 


Present law 


a. the employer organization certifies 
that it desires to extend coverage to its 
employees, and 

b. at least % of the organization’s em- 
ployees concur in the filing of a waiver cer- 
tificate. Employees who do not concur in 
the filing of the certificate are not covered 
except that all employees hired after a 
certificate becomes effective are covered. 

Waiver certificate may be made effective 
at the option of the organization on the Ist 
day of the quarter in which the certificate is 
filed or the Ist day of the succeeding 
quarter. 


Employees of nonprofit organizations who are 


in positions covered by State and local re- 
tirement systems and are members or eli- 
gible to become members of such systems 
must be treated apart from those not in 
such positions. Certificates must be filed 
separately for each group and % of the em- 
ployees in each group must concur in the 
filing of its certificate. All new employees 
who belong to a group for which a certificate 
has been filed are automatically covered, 
and new employees who belong to a group 
for which a certificate has not been filed are 
not covered. 


H.R. 12580 





Eliminates requirement that % of the employees 
concur in filing a certificate. 

Effective date: Certificates filed after date of 
enactment. 

Bill: Sec. 106(a). 

House report: pp. 20, 78-79. 


in the group concur in filing a certificate. 
Effective date: Certificates filed after date of 


Bill: See. 106(a). A 


i 
Eliminates requirement that % of the employees e 
enactment. ; 
House report: pp. 20, 78-79. 

: 


Validates wages for services performed after 
1950 and before July 1, 1960, by certain em- 
ployees of nonprofit organizations where the _ 
organization has been reporting and paying 
taxes but did not comply with certain pro- * 
visions of the law: i.e., failed to file a certifi- 
cate, filed it too late to cover employees who 
had left, or failed to obtain the signatures of 
employees who wished coverage. " 

Effective date: No benefits payable or in- — 
creased for month of enactment or prior 
month; no lump sum death payment paya- 
ble or increased if individual died prior to 
date of enactment. 

Bill: Sec. 106(b). 

House report: pp. 20-21, 79-80. 

Validates remuneration erroneously reported 
as self-employment income for taxable years 
ending after 1954 and before 1962 by certain 
lay missionaries (and others). . 

Effective date: No. benefits payable or in- | 
creased for months of enactment or prior 
month; no lump sum death payment payable 
or increased if individual died prior to date 
of enactment. 

Bill: Sec. 106(c). 

House report: pp. 20, 80-81. 
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 


I. COVERAGE—Continued 





Item Present law 


B. Employees—Continued ® 
5. Family employment} Excludes persons in the employ of a son, 
daughter, or spouse; or child under 21, if 


‘ in the employ of a parent. 
‘| 
x! C. Geographical scope_-____... Covers the 56 States, Puerto Rico and the 
‘ Virgin Islands, and the District of Colum- 
bia, 
: ; 
{ 2 
/ 
; 
a 
i 
ie 


Excludes the following from coverage within 
the United States: 
a. Nonresident aliens engaged in self- 





: a employment. 

. b. Employees of foreign governments 
a and their instrumentalities. 
e 
a- ¥ 

7 
4 2 c. Employees of international organiza- 
* ee tions entitled to certain privileges under the 
os International Organizations Immunities 





Act. 

d. Employees on foreign registered air- 
craft or ships who also perform services 
while the plane or ship is outside of the 
United States, if the employee is not a 
citizen of the United States or the employer 
is not an American employer. 















H.R. 12580 


Covers parents in the employ of their children, 
but not if it is domestic service performed in 
the home of the child or other work not in 
the course of the child’s trade or business. 

Effective as to services after 1960. 

Bill: Sec. 105. 

House report: pp. 18-19, 78. 

Extends coverage to Guam and American 
Samoa. 

Effective for employees, except governmental 
employees, on Jan. 1, 1960, and for self- 
employed for taxable years beginning after 
1960. 

Coverage of employees of the governments of 
Guam and American Samoa—including 
members of the legislature, their political 
subdivisions, and their wholly owned in- 
strumentalities—would be on a mandatory 
basis rather than under the State-Federal 
agreement method. 

Coverage will not be extended to these em- 
ployees until the legislatures of these terri- 
tories express a desire for coverage. In no 
event can this coverage start before 1961. 

Filipino workers who come to Guam under 
contract to work temporarily will be ex- 
cluded from coverage. 

The Secretary of the Treasury would have the 
tax-collecting authority, and would be 
authorized to delegate this function. 

Bill: Sec. 103. 

House report: pp. 19-20, 68-75. 

No change except— 


b. Covers U.S. citizens so employed 
within the United States on self-employment 
basis. Effective as to taxable years ending 
after 1960; for retirement test purposes 
effective for years beginning after date of 
enactment. 

Bill: Sec. 107. 

House report: pp. 22, 82-83. 

c. Covers as in b. (above). 
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 


Item 


2. Disability “freeze’’.. 


C. Geographical scope—Con. 


I. COVERAGE—Continued 


Present law 


Coverage outside of the United States is limited 


to— 

a. American citizens either self-employed 
or employed by an American employer, ex- 
cept ministers outside the United States if 
they serve a congregation predominantly 
made up of United States citizens even 
though their employer may not be a United 
States employer. 


b. Citizens of the United States em- 
ployed by certain foreign subsidiaries of 
American corporations are covered by vol- 
untary agreements between the Federal 
Government and the parent American com- 
pany. The domestic corporation can in- 
clude some or all of its foreign subsidiaries 
in the agreement and must agree to pay the 
equivalent of both employer and employee 
taxes on behalf of the subsidiaries included. 

c. Individuals, regardless of citizenship, 
who are employed on American registered 
ships and aircraft if either the contract of 
service was entered into in the United States 
or the plane or vessel touches a port in the 
United States. 





H.R. 12580 


a. Covers service of U.S. citizens after 
1960 working for certain labor organizations 
organized in the Panama Canal Zone by 
modifying the definition of American em- 
ployer to include labor organizations which 
are chartered by labor organizations created 
or organized in the United States. Validates 
certain wage credits for which taxes were 
erroneously paid for service after 1954 and 
before 1961 for such employees. 


Effective date: No benefits payable or increased 


for month of enactment or prior month. No 
lump sum death payments payable or in- 
creased if individual died prior to date of 
enactment. 


Bill: See. 106(d). 
House report: pp. 21, 81-82. 


b. and ¢. No change. 





Il. PROVISIONS RELATING TO PERMANENT AND TOTAL DISABILITY 


A. Nature of the Provisions 


B. Eligibility requirements 


Provides an insurance benefit (for months 
beginning July 1957) for disabled workers 
between ages of 50 and 65 meeting eligibil- 
ity requirements. Benefits are computed 
in the same way as retirement benefits and 
are payable from the Federal Disability 
Insurance Trust Fund. 

Provides that when an individual for whom a 
period of disability has been established dies 
or retires on account of age or disability his 
period of disability will be disregarded in 
determining his eligibility for benefits and 
his average monthly wage for benefit com- 
putation purposes. 


For benefits an individual must be pre- 
cluded from engaging in any substantial 
gainful activity by reason of a physical or 
mentalimpairment. The impairment must 
be medically determinable and one which 
can be expected to be of long-continued and 
indefinite duration or to result in death. 





Eliminates the requirementfthat an individual 


must have attained age 50 in order to be 
eligible for benefits.’ 


Effective date: 2d month after the month of 


enactment, 


Bill: Sec. 401. s 
House report: pp. 12, 102, 


No change. 


























































ee ee ee ee ee, ee ee 


melt ww 








7 





OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 
II. PROVISIONS RELATING TO PERMANENT AND TOTAL DISABILITY—Continued 


Item 


B. Eligibility requirements—Con. 
2. Waiting period--__-_- A 6 months’ “waiting period” is re- 
quired before disability insurance benefits 


can begin. 


# 


To be eligible for disability benefits, 
an individual must— 

(1) Have acquired at least 20 quarters 
of coverage out of the last 40 quarters 
ending with the quarter in which the 
period of disability begins; 

(2) be fully insured. 


3. Work requirement - 


C. Rehabilitation............ The policy of Congress is stated that disabled 
persons applying for a determination of dis- 
ability be promptly referred to State voca- 

i tional rehabilitation agencies for necessary 

wt rehabilitation services. Act provides for 

deduction of benefits for refusal, without 
good cause, to accept rehabilitation services 
available under a State plan approved under 
the Vocational Rehabilitation Act in such 
amounts as the Seeretary shall determine. 
A member or adherent of a recognized church 
or religious sect that relies on spiritual 
healing who refuses rehabilitation services 
is deemed to have done so with good cause. 


ae 
e A disabled person who is receiving rehabilita- 


es | tion services from a State vocational reha- 


ee bilitation agency and returns to work shall 


i not, for at least 1 year after his work first 
started, be regarded as able to engage in 
substantial gainful activity solely by reason 
of such work. 


H.R. 12580 


Provides that people who become Misabled 
within 60 months (5 years) after termination 
of a period of disability would not be re- 
quired to serve another 6-month “waiting 
period” before they are again eligible to 
receive benefits. 

Effective date: Benefits payable for month of 
enactment and subsequent months. 

Bill: Sec. 402. 

House report: pp. 13-14, 103-4. 

Provides alternative work requirement for in- 
dividuals who have (1) 20 quarters of 
coverage, whenever acquired, and (2) quar- 
ters of coverage in all calendar quarters 
elapsing after 1950 up to the quarter in 
which they become disabled, but not less 
than 6 quarters. 

Bill: See. 404. 

House report: pp. 14, 106-107. 


Broadens present provision to allow, in effect, 
a@ 12-month trial work period for ail benefi- 
ciaries (including childhood disability benefi- 
ciaries) who attempt to work. If, after 9 
months, the beneficiary has demonstrated 
that he is no longer disabled within the 
meaning of the law, he will receive benefits 
for an additional 3 months, (Only 1 trial 
work period permitted for each period of 
disability; no trial work period for persons 
disabled a 2d time within 60 months.) 

Any beneficiary who has been determined to 
be no longer disabled within the meaning of 
the law will be given an additional 3 months 
of benefits as above. 

Effective date: Month beginning after month 
of enactment. 

Bill: Sec. 403. 

House report: Pp. 12-13, 104-106. 
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 
Il. ELIGIBILITY FOR BENEFITS 
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Item Present law H.R. 12580 
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A. Insured status 
To be fully insured an individual who was 
living on Sept. 1, 1950, must have either: 
(1) 40 quarters of coverage, or 
(2) 1 quarter of coverage (acquired at (2) Liberalizes alternative requirement so 
any time after 1936) for every 2 calendar that an individual will need 1 quarter of 
quarters elapsing after 1950 (or after coverage (acquired at any time after 1936), 
quarter in which age 21 was attained, if for every 4 calendar quarters elapsing after 
later) and before quarter of death or attain- 1950, or after the calendar year in which he 
ment of retirement age whichever first attained the age of 21 (if that was later) and 
occurs, but such individual must have at up to the beginning of the calendar year in 
least 6 quarters of coverage. which he attained retirement age or died, 
whichever occurred first, but such individual 
must have at least 6 quarters of coverage. 





Number of quarters of coverage required for fully insured status under present law and under & 
H.R. 12580 = 


Required quarters 






Year of death, disability, or attainment of retirement age 
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1 This column represents the requirement under the basic insured status formula in existing 
law; for those individuals who meet the “special (continuous coverage) insured status” test 
established by the Social Security Amendments of 1954, the requirement would be somewhat 
less for persons dying or reaching retirement age before October 1960. j 
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—-Continued 
Il. ELIGIBILITY FOR BENEFITS—Continued 





H.R. 12580 








Persons who died before Sept. 1, 1950, and 
after 1939 with at least 6 quarters of cover- 
age are considered fully insured for pur- 
poses of survivors’ benefits (other than for 
former wife divorced). 


Provides that any person who died or attained 
retirement age before 1951 and had at least 
6 quarters of coverage would be fully in- 
sured. 

Effective for benefits starting with the month 
after the enactment of the bill; effective for 
lump-sum death payments based on deaths 
occurring after month of enactment. 

Bill: Sec. 204. 

House report, pp. 14-15, 86-88. 


Allows benefits to such individuals even though 
earner died before 1940 if he hac at least 
6 quarters of coverage. 

Effective for month after month of enactment. 

Bill: Sec. 205. 

House report: pp. 16, 88-89. 


Eliminates August 1950 cutoff date. 

Effective for month after month of enactment. 

Bill: Sec. 205. r 

House report: pp. 16, 88-89, 

Permits payment of benefits to children born 
or adopted after worker’s disability. A 
child cannot become entitled unless he is the 
natural child or stepchild of the disabled 
worker or is adopted within 2 years after 
the month in which the worker became 
entitled to benefits. 

Effective for September 1958. 

Bill: Sec. 201. 

House report: pp. 33, 84-85. 


Provides for payment of child’s benefit even 
though the child was living with and re- 
ceiving more than \% of his support from his 
stepfather. 

Effective for month of enactment. 

Bill: Sec. 202. 

House report: pp. 16, 85. 


Provides that the 3-year duration requirement 


be changed to 1 year. 
Effective for month of enactment. 





B. Survivors of workers who 
died prior to 1940. 


Benefits are not payable to otherwise eligible 
widows, children, and parents if the wage 
earner had died prior to 1940. 


Benefits are not payable to eligible widowers 
unless the insured worker’s death was after 
August 1950 and she was fully and cur- 
rently insured. 

D. Children born or adopted | Benefits are not payable to an otherwise 

after parent’s disability. eligible child unless he was born, or adopted, 
. or became a stepchild before the worker 
became disabled. 


C. Widowers of workers who 
died prior to 1950. 


E. Dependency of stepchild on 
natural father. 


A child is deemed dependent on natural father 
or adopting father for benefit purposes un- 
less the father is not contributing to the 
child’s support and the child is living with 
and being supported by the stepfather at 
the time he files application. 


F. Time needed to acquire 
status of wife, child, or 
husband for retirement 


A wife, stepchild, or husband must be in this 


relationship for 3 years prior to the appli- 
cation for benefits. 


or disability benefit pur- Bill: Sec. 207. 
poses. ; House report: pp. 17, 90. 
G. Invalid marriages-__......- The validity of a marriage (under the law of | Provides that certain invalid marriages of in- 


the State in which the worker lives) may 
determine eligibility for mother’s, wife’s, 
husband’s, widow’s, widower’s, and child’s 
benefits. 


sured workers will not result in ineligibility. 
Applicant must have gone through the mar- 
riage ceremony with insured worker in the 
belief that it would create a valid marriage 
and the couple must have been living to- 
gether at the time of the worker’s death or, 
be living together at the time of appli- 
cation for benefits. 

Effective for month of enactment. 

Bill: Sec. 208. 

House report: pp. 16, 91-92. 








OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 
Ill. ELIGIBILITY FOR BENEFITS—Continued 
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Lump sum death payment paid (in cases 


where no eligible spouse survives) only after 
burial expenses are paid. 















A. Computing average 
monthly wage, 


IV. BENEFIT AMOUNTS 


In general, an individual’s average monthly 


wage for computing his monthly old-age 
insurance benefit amount is determined by 
dividing the total of his creditable earnings 
after the applicable starting date and up to 
the applicable closing date, by the number 
of months involved. Excluded from this 
computation are all months and all earn- 
ings in any year any part of which was 
included in a period of disability under the 
disability ‘freeze’ (except that the months 
and earnings in the year in which the period 
of disability begins may be included if the 
resulting benefit would be higher). Also 
excluded from the computation are all 
months in any year prior to the year the 
individual attained age 22 if less than 2 
quarters of such year were quarters of 
coverage. Starting dates may be last day 
of (1) 1936, or (2) 1950, or, if later, the year 
of attainment of age 21. 


The closing date may be either (1) the 


Ist day of the year the individual died or 
became entitled to benefits or (2) the Ist 
day of the year in which he was fully 
insured and attained retirement age, which- 
ever results in a higher benefit. 


Applicable starting and closing dates are 


those which yield the highest benefit 
amount. The minimum divisor is 18 
months. 


Provides for computation of the average 


monthly wage, in retirement cases, on the 





Allows lump sum to be sent directly to funeral — 
director on application of person who as- 
sumes responsibility for funeral home ex- 
penses. If any of the lump sum remains, it — 
is paid to person who paid funeral bill; if any 
still remains to persons who paid other burial 
expenses in a certain order of priority. 

Effective date: For deaths after enactment and 
for deaths before enactment if no application 
is filed before the 3d month after month of 
enactment. 

Bill: Sec. 203. 

House report: pp. 30-31, 85-86. 


basis of a constant number of years, regard- ee 


less of when, before age 22, the person 
started to work or when, after age 65 (age 62 
in the case of 4 woman), he files application _ 
for benefits. The number of years would be 
equal to 5 less than the number of years — 


(excluding years in periods of disability) 


elapsing after 1950 or after the year in which 


cd 


Sp 


the individual attained age 21, whichever is _ 


later, and up to the year in which the person 
was first eligible for old-age insurance bene- 
fits (generally the year in which he attained 
age 65—or age 62 in the case of a woman). 
In death and disability cases the number of 
years would be determined by the date of 
death or disability. 


In those cases where a larger benefit would __ 
result (because the individual’s best earnings __ 
were in years before 1951) the number of — 


years would be those elapsing after 1936, 
rather than 1950; this alternative is similar 
to the 1936 alternative “starting date” 
available under present law in such cases. 
The subtraction of 5 from the number of — 
elapsed years is the equivalent of the present — 
dropout of the 5 years during which the 
individual’s earnings were the lowest. 








# 
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 
IV. BENEFIT AMOUNTS—Continued 













































: Item 













I A. Computing average | Individuals can “drop out” up to 5 years | The earnings used in the computation would be 
» ag monthly wage—Con. of lowest or no earnings in computing aver- earnings in the highest years. Earnings 
= et age monthly wage. in years prior to attainment of age 22 or 
it . after attainment of retirement age could be 
y = | used if they were higher than earnings in 
a intervening years. The span of years could 
= never be less than 2. Generally, the span of 
ad = years to be used for the benefit computation 
n oS in retirement cases could not be less than 
¥ 3 5—the number of years that would have to 
be used under the present law by people who 
attain retirement age in 1960, 
Effective, in general, on Jan. 1, 1961. 
Bill: Sec. 303(a). 
“t ) House report: pp. 28-29, 94-96. 
yee B. Child’s survivor benefit....| Benefit payable to each child is 4% of workers’ | Benefit payable to each child would be % of 
a benefit plus % of his benefit divided by the workers’ benefit. 
ze number of children he has (if he has 2 chil- | Effective for 3d month after enactment. 
ne dren, each child will get % plus % (5%) of his | Bill: Sec. 301, House report: pp. 15-16, 93. 
d- benefit). 
ms 
. | V. FINANCING 
be 
rs A. Investment of the trust | Provides that the managing trustee (Secre- | No change. 
y) funds. tary of the Treasury) shall invest such por- 
ch tion of the trust funds as is not, in his judg- 
is. ment, needed to meet current withdrawals. 
on Investments must be made in interest-bear- 
1e- ing obligations of the United States or in 
ed obligations guaranteed as to both interest 
n). and principal by the United States. 
of Such obligations issued for purchase by the | Changes interest provision so that obligations 
of trust funds shall have maturities fixed with shall bear interest at a rate equal to the 
5a due regard for the needs of the funds, and average market yield (computed by the 
ald | bear interest at a rate equal to the average managing trustee on the basis of market 
ngs rate of all marketable interest-bearing obli- | quotations as of the end of the calendar 
of gations not due or callable until after the month next preceding the date of such i 
36, expiration of 5 years from the date of orig- issue) on all marketable interest-bearing F 
ilar ; inal issue. This interest rate, if not a mul- obligations of the United States then forming 
te” tiple of % of 1 percent, is rounded to the a part of the public debt which are not due 
eS. nearest multiple of % of 1 percent. or callable until after the expiration of 4 
ober years from the end of such calendar month. 
ent The special obligations shall be issued for pur- | Reverses the provision so that the managing 


the — chase by the trust fund only if the managing trustee is authorized to make purchases in 
ie trustee determines that the purchase in the the open market when he deems it is within 

market of other interest-bearing obligations the public interest. 

of the United States, or of obligations guar- 

anteed as to both principal and interest by 

the United States, on original issue or at 

the market price, is not in the public 

interest. 








Item 


A. Investment of the trust 
funds—Continued 


B. Review of status of trust 


1. Board of Trustees. -_ 
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Vv. FINANCING—Continued 


Present law 


Bonds purchased may be acquired— 


(1) on original issue at par or 
(2) by purchase of outstanding obliga- 
tions at the market price. 


These funds are administered by a Board 


of Trustees consisting of the Secretary of 
the Treasury, as managing trustee, the 
Secretary of Labor, and the Secretary of 
Health, Education, and Welfare, all ex 
officio (with the Commissioner of Social 
Security as secretary). 


It shall be the duty of the Board of Trustees 


to— 

(1) Hold the trust funds; 

(2) Report to the Congress not later than 
the ist day of March of each year on the 
operation and status of the trust funds 
during the preceding fiscal year and on their 
expected operation and status during the 
next ensuing 5 fiscal years; 

(3) Report immediately to the Congress 
whenever it is their opinion that during the 
ensuing 5 fiscal years either of the trust 
funds will exceed 3 times the highest annual 
expenditures anticipated during the next 5 
years, or whenever in their opinion either of 
the trust funds is unduly small. 

(4) Recommend improvements in admin- 
istrative procedures and policies designed 
to effectuate the proper coordination of the 
old-age and survivors insurance and Fed- 
eral-State unemployment compensation 
programs. 


2. Advisory Council...| An Advisory Council on Social Security 


Financing will periodically review the status 
of the Federal Old-Age and Survivors In- 
surance Trust Fund and the Federal Dis- 
ability Insurance Trust Fund in relation to 
the long-term commitments of the programs. 





OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 


H.R. 12580 


Changes (1) so that bonds may be purchased 
on original issue at the issue price. 
Effective date: 1st day of the month after the 


month of enactment. 


Bill: See. 701(d). 
House report: pp. 26-28, 137. 


No change. 
No change. 


(3) Changes requirement so that Board 
has to report immediately only if it believes 
that the amount of either trust fund is 
unduly small. 


No change. 


Adds requirements that the Board review the 


general policies followed in managing the 
trust funds, and recommend changes in such 


policies, including necessary changes in the _ 


provisions of the law which govern the way 
in which the trust funds are to be managed. 


The Board is also required to meet at least — 


once each 6 months. 


Effective date: Ist day of the month after the _ 


month of enactment. 


Bill: Sec. 701 (a), (b), (ce). 
House report: pp. 26-28, 137. 


) 
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE—Continued 
V. FINANCING—Continued 


Item Present law H.R. 12580 


B. Review of status of trust 







d funds—Continued 
2. Advisory Council— | The first such Council will be appointed by 
e Continued the Secretary after February 1957 and be- 
fore January 1958 and will consist of the 
Commissioner of Social Security, as Chair- 
man, and 12 other persons representing 
employers and employees, in equal num- 
bers, self-employed persons and the public. 

The Council shall make its report, including 
recommendations for changes in the tax 
rate, to the Board of Trustees of the trust 
funds before Jan. 1, 1959. The Board shall 
submit the recommendations to Congress 
before Mar. 1, 1959, in its annual report. 

Other advisory councils with the same func- | Changes appointment and report dates of ad- 
tions and constituted in the same manner visory councils: will be appointed during 
will be appointed by the Secretary not 1963, 1966, and every 5th year thereafter 
earlier than 3 years nor later than 2 years and will report not later than Jan. 1 of the 
prior to Jan. 1 of the years in which the tax 2d year after the year in which they are 
rates are scheduled to be increased. These appointed. The advisory council appointed 
advisory councils will report to the Board in 1963 shall, in addition to the other find- 
on Jan. 1 of the year before the tax increase ings it is required to make, include its find- 
will occur and the Board will report to ings and recommendations with respect to 
Congress not later than Mar. 1 of the same extensions of the coverage, benefit adequacy, 

rd year. and all other aspects of the program. 
es Effective date: Date of enactment. 
is 5 | Bill: See. 704. 
House report: pp. 31-32, 138. i 
C. Maximum taxable amount_} $4,800 a year. No change. ' 
D. Tax rate for self-employed._| Taxable years beginning after— Percent 
! FON cision 52S RoR ccs ces cen Aa 4% Do. 
SOON. RG ok 6 inn dks 6G coe 5% 
BOGE. 5.5 aks co Racctehekon- <cunaoneiien 6 
ROU x 6h chide Od nin nak aeons 6% 





employers. 
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II. Scope of benefits 
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MEDICAL SERVICES FOR THE AGED 
(New title XVI) 


H.R. 12580 





The new title XVI provides for Federal payments to States which institute programs to 
make medical benefits available to aged persons of low income who are unable to meet the 
cost of their medical needs. Such benefits would be provided only in the form of direct 
payments to providers of medical services. 

Federal payments to States would reimburse the States for a portion of their expenditures 
under approved plans according to the equalization formula now used to compute the 
Federal portion of old-age assistance payments between $30 and $65 per month, The 
Federal share will range from 50 to 65 percent depending upon the per capita income of 
the State as related to the national per capita income. As under the public assistance 
program the Federal Government would bear half of the administrative expenses. (For 
State matching percentages under public assistance (approximate) see p.—.) 

In order to be eligible for such payments, the State must operate a program according to a 
plan submitted to the Secretary of Health, Education, and Welfare, and approved by him, 
which meets the requirements set out in the bill. The administrative provisions are 
essentially the same as now required for State old-age assistance plans. The requirements 
relating to medical benefits are outlined below. The Secretary may suspend payments 
to States, in whole or part, when he finds that the State is not complying with its plan, or 
that the plan no longer complies with the requirements of the bill. 

The State plan may specify medical services of any scope and duration, provided that both 
institutional and noninstitutional services are included, and provided further that the 
medical benefits are not greater in scope, amount or duration than those available for old- 
age assistance recipients in the State. Moreover, the Secretary may not approve any plan 
which will result in a reduction in old-age assistance, aid to the totally and permanently 
disabled, aid to the blind, or aid to dependent children. 

The Federal Government would share in the expense of providing the following kinds of 
medical services without limit: 

1. Skilled nursing home services; 

. Physicians’ services; 

Outpatient hospital services; 

Organized home care services; 

. Private duty nursing services; 

Therapeutic services; and 

. Major dental care. 

The Federal Government would share in the expense of providing the following medical 
services up to the limits stated: 

1. Inpatient hospital services—up to 120 days per year; 

2. Laboratory and X-ray services (other than those included as inpatient hospital serv- 
ices)—up to $200 per year; and, 

3. Prescribed drugs—up to $200 per year. 

The Federal Government would not share in the expense of providing the following kinds 

of medical benefits: 

1. Services not determined to be medically necessary by a physician; 

2. Services rendered to patients in mental or tuberculosis hospitals; 

3. Services rendered to persons in hospitals (other than mental or tuberculosis hospitals) 
on a diagnosis of tuberculosis or psychosis, after the first 42 days; 

4. Services rendered to inmates of public institutions (other than medical institutions) ; 
and, 

5. Any other type of medical service not mentioned above. 

The State plan must designate or establish an agency which will be responsible for setting 

and maintaining standards for the providers of hospital, nursing home, and organized 

home care services. The plan must also include methods for determining rates of payment 
for institutional services, and methods for determining schedules of fees or rates of payment 
for other medical services. 
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II. Scope of benefits—Continued 


III. Eligibility for benefits. .._..- 


IV. Beginning date____...-....- 


VY. Planning grants. .......-..- 
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MEDICAL SERVICES FOR THE AGED—Continued 


H.R. 12580 





The State plan must provide medical benefits to all persons who— 

1. Have attained age 65; 

2. Have income and resources, considering their other living requirements, as determined 
by the State, which are insufficient to meet the cost of their medical services; 

3. Are citizens of the United States; and, 

4. Are residents of the State (provision must also be made, in accordance with the Sec- 
retary’s regulations, which will make benefits available to residents of the State 
who are absent therefrom). 

The State plan must exclude from eligibility for medical benefits all persons who— 

1. Are receiving payments, or are having payments made in their behalf, under the 
programs for aid to the blind, aid to the totally and permanently disabled, aid to 
dependent children, or old-age assistance; or 

2. Are under age 65. 

The State plan must contain provisions, in accordance with the Secretary’s regulations, which 
will make benefits available to residents of the State who are absent therefrom. The plan 
may not require a premium or enrollment fee as a condition of eligibility. The State plan 
must include reasonable standards for determining eligibility, but such standards may not 
be inconsistent with the above requirements. The plan must provide that no lien may be 
imposed against the property of a beneficiary prior to his death (or the death of his spouse, 
whichever is later) on account of any benefit he may have correctly received, and that there 
may be no recovery of any benefits correctly paid until after the death of the recipient (or 
the death of his spouse, whichever is later). 

Payments to State will first be made for calendar quarter beginning July 1, 1961. 

Bill: Sec. 601. 

House report: pp. 2-3, 6-9, 10-11, 129-135. 

Authorizes appropriation of Federal funds to the States to make plans and initiate adminis- 
trative arrangements for the new programs under title XVI. Such grants shall be made 
upon application of the State agency, and may not exceed 50 percent of the cost of planning 
with the further limitation that aggregate payments to a State may not exceed $50,000. 

Effective date: Date of enactment. Funds appropriated would be available for grants to 
and obligation by the States through June 30, 1962. 

Bill: Sec. 603. 

House report: pp. 9, 136. 


PUBLIC ASSISTANCE 





I. Old-age assistance medi- | The following formula is applicable for a com- | No change. 


cal program. 


bined program which includes both money 
payments and vendor expenditures for 
medical care. 


A. Matching formula_| Federal matching share is $24 of the Ist $30 


(% of the 1st $30) with matching above this 
amount varying from 50 to 65 percent. 
States whose per capita income is equal to 
or above the per capita income for the 
United State have 50 percent Federal 
matching, while those States below the 
national average have Federal matching 
which varies up to a maximum of 65 per- 
cent. 
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PUBLIC ASSISTANCE—Continued 


Item Present law 


I, Old-age assistance medi- | The Federal percentages as promulgated for 
cal program—Continued the period Oct. 1, 1958, through June 30, 

A. Matching formula— 1961, are as follows: 
Continued State. Federal percentage 
Alabama 


. 00 
. 00 
3. 23 
. 00 
. 00 
3. 42 
. 00 
. 00 
. 00 
. 68 
. 00 
. 00 
. 00 
. 00 
. 00 
3. 23 
. 78 
. 00 
55. 00 
55. 00 
. 00 
. 00 
. 00 


New Hampshire 
New Jersey 
New Mexico 


& 3 § 


AON D 
NYS 


KKRKRSRRRSS 
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& 3 


[23 F.R, 7150] 








Item 


I. Old-age assistance medi- 
cal program—Continued 
A. Matching formula— 
Continued 


B. Definition of old- 
age assistance, 


II. Medical care guides and 
reports. 
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PUBLIC ASSISTANCE—Continued 


Present law 


The maximum amount, upon which the Fed- 
eral Government will match, is $65 a month, 
times the number of people on the old-age 
assistance roll (on an averaging basis). 


For Federal matching purposes excludes any 
money or vendor medical care payments 
for persons who have been diagnosed as 
having tuberculosis or psychosis and are 
patients in medical institutions as a result 
thereof. 


No provision. 


H.R. 12580 


If a State submits to the Secretary of Health, 
Education, and Welfare a modification of its 
plan which satisfies the Secretary that it will 
result in a substantial improvement in its 
old-age assistance medical program, it will 
receive additional Federal matching. An 
increase of 5 percentage points in the Federal 
share of the additional vendor medical ex- 
penditures up to an average of $5 a month 
per recipient would be made. For example: 

(1) It will increase the Federal share on 
the additional amount, within the matching 
maximum of $65 per month, from 65 to 70 
percent in the lowest income States. 

(2) It will increase the Federal share on 
the additional amount, within the matching 
maximum of $65 per month, from 50 to 55 
percent in the highest income States. 

(3) For States who are over the $65-a- 
month matching maximum, the Federal 
share would be 5 percent of the additional 
amount. 

Effective for quarter beginning Oct. 1, 1960. 

Bill: sec. 602. 

House report, pp. 9-11, 135, 136. 

Modifies exclusion as to vendor medical care 
payments to permit Federal sharing as to an 
individual in a medical institution as a result 
of a diagnosis of tuberculosis or psychosis 
for a period of 42 days. 

Effective date: July 1, 1961. 

Bill: Sec. 602. 

House report: p. 136. 

Provides that the Secretary would develop and 
revise from time to time guides or recom- 
mended standards as to the level, content, 
and quality of medical care and medical 
services for the use of the States in evaluat- 
ing and improving their public assistance 
medical care programs and their programs 
of medical services for the aged. For this 
purpose, the Secretary would also be 
directed to secure information from the 
States on their medical care and medical 
services under these programs and to publish 
these reports and other necessary informa- 
tion. 

Bill; Sec. 705. 

House report: pp. 9-10, 139. 
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PUBLIC ASSISTANCE—Continued 


Item Present law H.R. 12580 


IiI. Temporary extension of | Temporary legislation (sec. 344(b) of the | Postpones termination date until June 30, 1964. 
certain special provi- Social Security Amendments of 1950) | Bill: Sec. 706. 
sions relating to State relates to the approval by the Secretary of | House report: pp. 57, 139. 
plans for aid to the certain State plans for aid to the blind 
blind. which do not meet in full the require- 
ments of clause (8) of sec. 1002(a) of title 
X relating to the “needs” test. Expires 
June 30, 1961. 


MATERNAL AND CHILD WELFARE SERVICES 


I. Maternal and child health 
services: 
A. Authorization of | Authorizes $21,500,000 per year Authorizes $25 million per year. 
annual appro- Effective date: Fiscal year 1961. 
priation Bill: See. 707(a)(1) (A) 
B. Allotment to | Out of the sum appropriated— House report: pp. 5, 34, 49, 139. 4 
States. 1. $10,750,000 shall be allotted as follows: | Substitutes $12,500,000 for $10,750,000 in both — 
to each State a uniform base grant of $60,000 1 and 2 and also provides that the uniform 
and the remainder in the proportion of live grant in 1 be increased from $60,000 to | 
births in that State to the whole United States. | $70,000. 
2. The other $10,750,000 is allotted accord- | Bill: Sec. 707(a)(1)(B). 
ing to the financial need of each State after | House report: p. 139. 
taking into consideration the number of live 
births in that State [proportionate reduction 
in amounts if full authorized sum is not ap- 
propriated]. a 
C. Special project | No specific provision in the law Adds provision that not more than 25 percent — 
grants. of the sums under B-2 (above) shall be avail- — 
able for grants to State health agencies, and ~ 
to public or other nonprofit institutions of — 
higher learning for special projects of region- | 
al or national significance which may con- 
tribute to the advancement of maternal and 
child health. 
Bill: Sec. 707(b) (1) (A). 


House report: pp. 34, 50, 139-140. 
II. Crippled children’s serv- 


ices: 
A. Authorization of | Authorizes $20 million per year Authorizes $25 million per year. 
annual appropriation. Effective date: Fiseal year 1961. 
Bill: Sec. 707(2)(A). 
House report: pp. 5, 34, 49, 139. 
B. Allotment to | Out of the sum appropriated— Same as B above. 
States. 1. $10 million shall be allotted as fol- | Bill: Sec. 707(a)(2)(B). 
lows: to each State $60,000 and the re- 
mainder according to need after taking into 
consideration the number of crippled chil- 
dren in each State in need of services and 
the cost of furnishing such services. 
2. The other $10 million according to 
need of State as determined after taking 
into consideration the number of crippled 
children in each State in need of services 
and the cost of furnishing such services to 
them, 
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MATERNAL AND CHILD WELFARE SERVICES—Continued 


No specific provision in the law. ...........- 


Authorizes $17 million per year. 


Out of the sum appropriated allots to a State 


such portion of $60,000 as the amount ap- 
propriated bears to the amount authorized 
to be appropriated. The remainder of sums 
appropriated shall be alloted so that each 
State shall have an amount which bears the 
same ratio to the total remainder as the 
product of (1) the population of each State 
under the age of 21 and (2) the allotment 
percentage (based on relative per capita 
income) bears to the sum of the correspond- 
ing products of all the States. 
No provision. 


H.R. 12580 





Same as C above. 
Bill: Sec. 707(a)(2)(B). 











Authorizes $20 million per year. 
Effective date: Fiseal year 1961. 
Bill: See. 707(a) (3) (A). 

House report: pp. 5, 34, 49, 139. 
Changes the $60,000 to $70,000. 
Bill: See. 707(a) (3) (A) (B). 
House report: pp. 5, 34, 49, 139. 
















Authorizes appropriation for grants by the 
Secretary of Health, Education, and Welfare 
to public or other nonprofit institutions of 
higher learning and to public and nonprofit 
agencies and organizations engaged in re- 
search or child welfare activities, for special 
research or demonstration projects for the 
demonstration of new methods or facilities 
which show promise of substantial contribu- 
tion to the advancement of child welfare. 

Bill: Sec. 707(b) (3). 

House report: pp. 50, 140. 
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EMPLOYMENT SECURITY (UNEMPLOYMENT COMPENSATION) 


Present law 


In general, the unemployment compensation 
program covers all employees in commerce 
and industry who are employed by an em- 
ployer of 4 or more workers on at least 1 
day of 20 weeks in a calendar year. 

17 specific exclusions from coverage are 
spelled out in the Federal Unemployment 
Tax Act (sec. 3306(c)). 


II. Extension to Puerto Rico..| The Commonwealth of Puerto Rico has an 


Ill. Administrative financing: 


A. Federal unem- 


ployment tax rate. 


independent unemployment compensation 
program. Employers in Puerto Rico are 
not subject to the Federal unemployment 
tax and Puerto Rico is not entitled to Fed- 
eral grants to cover the administrative ex- 
penses of its unemployment compensation 
program. The cost of employment service, 
however, is covered by Federal grants 
under the Wagner-Peyser Act. 


Each employer is taxed 3 percent on the Ist 
$3,000 of an employees’ covered wages, of 
which 90 percent (2.7 percent of taxable 
payrolls) may be offset by unemployment 
taxes paid under State law or tax savings 
allowed under State law through experience 
rating. The net Federal tax is 0.3 percent 
of taxable payroll. 


B. Unemployment | Receipts from State taxes go into the various 


Trust Fund. 


State accounts in the Unemployment 
Trust Fund. The sums allocated to State 
accounts are generally available for benefit 
payments. 


H.R, 12580 


Coverage is extended, generally effective in 7 


1962, to several categories of employees § 


presently specifically excluded. These in-— 


clude: 


(1) Employees of certain instrumental-— 
ities of the United States which are neither 9 
wholly or partially owned by the United | 
States, including Federal Reserve banks, © 


Federal credit unions, Federal land banks, “] 


and others. Employees of partially owned 


instrumentalities such as banks for coopera- J 
tives and Federal intermediate credit banks — 


are brought under the unemployment com- ~ 


pensation program for Federal employees, } 


effective in 1961. 


(2) Employees serving on or in connec- | ; 
tion with American aircraft outside the 9 


United States. 


(3) Employees of “feeder organizations,” — 
all of whose profits are payable to a non- © 
profit organization and employees of non-— 
profit organizations which are not exempt — 


from income tax. 


(4) Certain employees of certain tax-— 
exempt organizations, including agricultural 9 


and horticultural organizations, voluntary 


employee beneficiary associations, and fra- © E 


ternal beneficiary societies. 
Bill: Sees, 531-535. 
House report, pp. 55-56, 124-126. 


Puerto Rico will be treated as a State for the 4 
purposes of the Federal-State unemployment 9 


compensation system beginning Jan. 1, 1961. 


Federal employees and ex-servicemen will 7 
not have their benefits computed under 9 


Puerto Rican law until 1966. 
Bill: Sees. 541-543. 
House report, pp. 57, 127-128. 


Effective in 1961, the tax rate is raised to 3.1 
percent on the Ist $3,000 of covered wages, 
which results in a net Federal tax of 0.4 per- 
cent of taxable payroll. ‘ 

Bill: Sec. 523. 

House report, pp. 55, 118. 


No change in State accounts. 


aaa 


es 


>" 
ce 


Teeter aoa ee 








a 


EMPLOYMENT SECURITY (UNEMPLOYMENT COMPENSATION)—Continued 





Item 


e in| 
yyees § ©=Cd'IT. Administrative financing 
» ime Gg —Continued 

B. Unemployment 
nteb a Trust Fund—Continued 
ither 
nited 
anks, — 
anks, 7 
wned | 
pera- § 
yanks 
com- 
yyees, FB 


aaa 


nnec- 9 
. the ® 
” 

? 
non- — 


non- — 
empt 


Itural e 
ntary J 
1 fra- § 


or the 
yment | 
1961. 
» will 
























































Present law 


Receipts from the nct Federal unemploy- 


ment tax (0.3 percent) are used to pay the 
cost of administering Federal and State 
operations of the employment security 
program. At the end of each fiscal year, 
after Federal and State administrative ex- 
penses have been paid, any excess net 
Federal unemployment tax receipts are 
earmarked and placed in the Federal un- 
employment account to maintain a balance 
of $200,000,000 in that account. This 
account is used to make advances to the 
States with depleted reserve accounts. 


Any excess receipts not required to maintain 


the $200,000,000 balance in the Federal 
unemployment account is allocated to the 
trust accounts of the various States in the 
proportion that their covered payrolls bear 
to the aggregate of all the States. These 
excess receipts may, under certain condi- 
tions, be used by a State to supplement 
Federal grants in financing administrative 
operations. 


H.R, 12580 


A new account, called the employment security 


administration account, will be established 
in the Unemployment Trust Fund. All 
receipts from the net Federal unemploy- 
ment tax (0.4 percent) will be credited 
initially to this new account. Federal and 
State administrative expenses will be paid 
out of this account with a maximum of 
$350,000,000 per year allowable for State 
administrative expenses. 


At the end of a fiscal year, excess receipts after 


administrative expenses will be credited to 
the Federal unemployment account to 
build up and maintain a maximum balance 
of $550,000,000 or 0.4 percent of covered 
payrolls, whichever is greater, for use in 
making advances to States. 


After the Federal unemployment account 


reaches its statutory limit, any remaining 
excess of net Federal unemployment taxes 
over administrative expenses will be retained 
in the employment security administration 
account until that account shows a net 
balance at the close of the fiscal year of 
$250,000,000. This net balance is to be 
used to provide funds out of which adminis- 
trative expenses may be paid during each 
fiscal year prior to the receipt of the bulk of 
Federal unemployment taxes in January and 
February. 


Pending the building up of the $250,000,000 


balance in the employment security adminis- 
tration account, advances to the account are 
authorized from a revolving fund which 
would be financed by a continuing appropria- 
tion from the general fund of the Treasury. 
These advances will be repaid with interest. 


After the Federal unemployment account is 


built up to its statutory limit, and the year- 
end net balance of the employment security 
administration account reaches $250,000,000, 
and after any advances from the general 
fund of the Treasury have been repaid, any 
excess in the employment security adminis- 
tration account will be distributed to the 
accounts of the various States in the samz 
manner as is provided under present law, 
except that if any State has outstanding 
advances from the Federal unemployment 
account its share of the surplus funds will 
be used to reduce these outstanding advances. 


Effective date: Fiscal year 1961. 
Bill: Sec. 521. 
House report, pp. 51-53, 108, 116. 


Item 


III. Administrative Financ- 
ing—Continued 
C. Advances to the 
States: 
1. Eligibility for 
advances. 


2. Amount of ad- 
vances. 


3. Repayment of 
advances. 
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EMPLOYMENT SECURITY (UNEMPLOYMENT COMPENSATION)—Continued 


Present law 


A State whose reserve account at the end of 
any quarter is less than the amount of bene- 
fits paid in the last four preceding quarters 
may apply for an advance from the Fed- 
eral unemployment account. 


A State is advanced the amount specified in 
the State’s application but such amount 
may not exceed the largest amount of bene- 
fits paid by it in any one of the last four 
preceding quarters. 


The Governor of any State may at any time 
request that funds be transferred from the 
State’s account to the Federal unemploy- 
ment account in repayment of part or all of 
the balance of advances made to the State. 


A State’s eligibility for advances (applied for q : 


after enactment) may be determined at any 9 
time. Advances will be made only if in the | 


account of the State requesting an advance 


the sum of reserves on hand plus expected J} 
tax receipts will be inadequate to meet the © 


expected level of benefit payments during 4 
the current or following month. _ 

Bill: Sec. 522(a). 

House report, pp. 53-54, 116-117. -_ 

Advances will be made in amounts which the §| 


Secretary of Labor estimates will be re- © E 


quired to pay compensation during the cur- § 


rent or following month, including amounts 4 
to cover unexpected contingencies. The 7 
aggregate amount of loans approved by the 9 
Secretary of Labor may not exceed the 7 


amount available for advances in the Fed- © 
eral unemployment account. 
Bill: Sec. 522(a). 
House report, pp. 53-54, 116-117. 
Same as present law. 
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EMPLOYMENT SECURITY (UNEMPLOYMENT COMPENSATION)—Continued 


If an advance to any State has been outstand- 
ing at the beginning of four consecutive 
years, the employers’ credit in that State 
against the Federal tax is reduced from 
2.7% to 2.55%. This increase in the net 
Federal tax is used to pay off the advance. 
During successive years in which the ad- 
vance is outstanding the employers’ credit 
is reduced by an additional 0.15% a year. 
If a State repays outstanding advances by 
Dec. 1 of any year the reduced credit pro- 
visions do not come into operation for that 


year. 


H.R. 12580 


If an advance to any State made after enact- 


ment is outstanding at the beginning of two 
consecutive years, the employers’ credit in 
that State against the Federal tax is reduced 
from 2.7% to 2.4%. During successive 
years in which the advance is outstanding 
the employers’ credit is reduced by an 
additional 0.3% a year. If a State repays 
outstanding advances by Nov. 10 of any 
year the reduced credit provisions do not 
come into operation for that year. 


In addition to the reduction of 0.3% a year in 


the employers’ tax credit against the Federal 
tax two other possible credit reductions are 
provided, The first provides that beginning 
in the third year in which an advance is out- 
standing the maximum employers’ credit is 
reduced by the amount, if any, by which the 
average employer contribution rate in the 
preceding year was less than 2.7%. The 
second credit reduction provides that in the 
fifth year in which an advance is outstanding 
if the State’s benefit-cost rate over the pre- 
ceding five years is higher than 2.7% then 
the employers’ credit shall be reduced by the 
amount, if any, by which the State’s average 
contribution rate in the preceding year is less 
than such benefit-cost rate. 


Bill: See. 522(a), 523(b). 
House report, pp. 54-55, 118-124. 
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